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Current exchange rate as of January 29, 
1975, is US $ 1.00 = 16.93 ND 


All values in million US $ Exchange rate used in Chart for Colums 
unless otherwise stated 1, 2, 3 and 4 is US $ 1.00 = 17 ND 


KEY ECONOMIC INDICATORS 


lst 6 months 
1972 C 1973 1974 
1 


GNP at current prices 16560 
GNP at constant 1967 prices 12000 
Per capita GNP, constant prices 585 
Investment as % current GNP 16.1 -- 
Savings as % Disposable Income 16.4 12.2 12. 
Money supply (in billions of dinars) 60.6 71.0 92. 
Domestic Credit outstanding (in 
billions of dinars) 104.5 126.0 159.0 
Commercial (in billions of dinars) 98.2 119.2 149.1 
Consumer (in billions of dinars) 6.3 ; 6.8 9.9 
Interest Rate, Central Bank 6-7 6-7 6-7 
Commercial Bank Prime 8-10 8-10 8-10 
Gold and Foreign Exchange Reserves 730.0 1039.0 1196.0 
Balance of Payments, current account + 285 +146.5 -528.0 
Electric Power Consumption 
(Millions kwh) 27555 15000 (e) 16000(e) 
New Plant § Equipment Investment 
(in billions of dinars) 48.8 3 23.0 31.4 
Construction (in billions of dinars) 35.0 ‘ 12.9 iy 
Unemployment Rate (Social Sector 
monthly average) 149 ‘ 8.2 9.0 
Indices: Base (previous year-100) 
Consumer Price 116 119 118 122 
Industrial Producers’ Prices 111 113 111 123 
Industrial Production 108 106 107 110 
Average Industrial Wage 119 116 112 128 
Labor Productivity 104 103 101 104 
Foreign Trade: 
Total Exports, FOB 2237 2853 1216 1860 
Exports to US 150 233 91 146 
Total Imports, CIF 3233 4511 1989 3506 
Imports from US 199 187 97 187 
Imports from other main sources: 
West Germany 604 856 383 583 
Italy 400 531 227 398 
USSR 283 407 163 353 


(e) Embassy estimates. Principal Sources: Index No. 8/74 
Statistical Bulletin No. 7/74 
IMF International Financial Statistics 





SUMMARY 


In 1974 the Yugoslav economy was characterized by expansion in all major 
indices of activity (GNP, industrial and agricultural production, produc- 
tivity, employment). On the external side, however, the increase in 
prices as well as in volume of imports has widened the trade deficit. 
Increases in invisible receipts and in exports were not sufficient to off- 
set the trade deficit. Official estimates for the 1974 talance of payments 
deficit are between $800 million and $1 billion. On the domestic side, 
the economy enjoyed strong consumer demand and high investment rates. 

The inflation rate, exacerbated by increases in world market prices for 
fuels, raw materials, and semi-manufacturers reached 25%. Under these 
influences, GNP achieved a growth of over 30% in nominal terms, and 7% 

in real terms. 


Yugoslav development plans and respect for U.S. technology augur well for 
increased U.S. sales to Yugoslavia. Continued Export-Import Bank and 
commercial financing on competitive terms will be critical. Under the 
country's joint venture legislation, an increasing number of U.S. firms 
is expected to invest in new plants. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Balance of Payments Deficit Returns 


After enjoying two years of surplus in her balance of payments, Yugoslavia 
has ended 1974 with a balance of payments deficit. Fairly strong growth 
in exports (up 32% in value over 1973 figures) was more than offset by the 
67% rise in the import bill. This resulted in a trade deficit that 
exceeded $3.5 billion. Major factors in this deficit include price rises 
of key imports (oi] alone cost $600 million more), decline in key exports 
(Yugoslavia lost $100 million on the EEC beef import ban), and a build-up 
in commodity reserves estimated at $300 million. 


Invisible earnings grew significantly. Final figures are expected to show 
that tourism earnings, expanding by 15% over the 1973 record, exceeded 
$700 million. Although the number of Yugoslav workers employed abroad 
decreased slightly in 1974, higher wages and aggressive action by Yugoslav 
banks to attract savings through their offices abroad are increasing the 
volume of remittances. The total probably amounts to more than $1.6 
billion, over 15% more than 1973 figures. 


The growth in invisible earnings did not compensate for the larger trade 
deficit. The final figure for the current account deficit in 1974 is 
expected to be between $800 million and $1 billion. Long term credits and 
other capital inflows, however, are alleviating the situation. Yugoslav 
foreign exchange reserves, an estimated $1.4 billion at year end, provide 
a cushion against further deficits. 


Consumer Demand, Production, Investment and Prices Increase 
The volume of industrial production grew by over 10% in 1974. Nearly all 
sectors of the economy recorded gains over 1973 except the shoe and leather 
industry which stayed the same, and shipbuilding, which decreased by 11%. 
The greatest growth was in the electrical engineering industry (17%), the 
wood industry (15%), the chemical industry (14%), the building materials 
industry (11%), and iron and steel (11%). Overall economic investment 
volume during the first ten months was 18% above the corresponding period 
of 1973. Investments slowed somewhat in the latter half of 1974, but a 
greater portion was directed towards the priority areas of raw materials 
production, agriculture, and energy. Consumer expenditures continued to 
increase, aided by a real growth of 6% in personal incomes. 


The most irritating problem facing Yugoslavia is the growing rate of infla- 
tion. The strong consumer demand and rapid increases in prices of imported 
raw materials and semi-manufacturers (traditionally over two-thirds of all 
imports) created strong pressure on domestic prices and drove the rate of 
inflation to 25%. Under the influence of all these factors, the GNP 
achieved a real growth of 7%, while nominal growth rose to over 30%. 





Outlook for 1975 - Increased Production, Higher Prices, and 
Focused Investments 


The principal Yugoslav goals for the coming months are stimulating exports, 
curbing imports, and maintaining a high level of investment focused on 
priority areas. While recognizing the seriousness of inflation, Yugoslav 
planners will not allow this problem to interfere with achievement of the 
principal goals. Reductions in government spending and somewhat more 
restrictive credit policy are expected to curb excessive demand, thereby 
reducing internal pressure on prices. The major anti-inflation program 
for the long term will be priority investments in domestic raw materials 
production, agriculture, and energy. Reducing the economy's heavy 
dependence on imports in these areas will relieve the external pressure 
on prices. These same measure, together with miscellaneous restrictions 
on the import of consumer goods and other "non-essentials," should 
contribute to reducing the trade deficit. 


IMPLICATIONS FOR THE UNITED STATES 


Increasing U.S. Exports to Yugoslavia 


Yugoslav figures indicate that in 1974, U.S. sales to Yugoslavia reached 
$353 million (C.1.F.) while purchases of Yugoslav goods amounted to $315 
million (FOB). The total volume of trade for 1974 showed an increase of 
more than 67% over 1973. The outlook for U.S. sales continues to be 
bright. The high rate of investment and respect for U.S. technology point 
to increasing U.S. exports. Continued Export-Import Bank and commercial 
financing on competitive terms will play a vital role. 


Opportunities for U.S. Suppliers 


The composition of Yugoslavia's imports has traditionally been about 65% 
industrial materials, 20% capital goods, and 15% consumer goods. The 
economic situation and government policies will affect each of these areas 
in a different manner. U.S. consumer goods enjoy an appealing mystique, 
despite being relatively unfamiliar to the Yugoslav marketplace. Import 
restrictions, however, limit prospects in this field. Despite Yugoslav 
Government emphasis on the development of domestic resources, U.S. suppliers 
can expect continuing sales prospects in industrial materials. Delays in 
developing domestic sources and continued expansion of industry will keep 
demand high. Without a doubt, the prospects for U.S. sales are brightest 
in the area of capital goods. Yugoslav development plans will keep 

demand high, particularly in the priority areas of energy, food growth and 
processing, and raw materials. 





U.S. technology enjoys high respect among businessmen. In some cases 

Yugoslavs hesitate to buy U.S. products only because they fear lack of 
servicing. Financing will be a major consideration, and Eximbank will 
play an important role. 


U.S. businessmen should bear in mind that major Yugoslav buyers fre- 
quently prefer a systems or project approach to individual equipment 
purchases. 


Where the U.S. Can Make Sales 


Energy Systems 


Yugoslavia today faces serious shortages of electrical energy. To meet 

her needs, Yugoslavia must double her present electric power capacity within 
the next five years. Present plans call for the construction of approximately 
5,500 MW (megawatts) in thermal and nuclear plants and 4,500 MW in hydro- 
electric plants by 1980. About one fourth of the total expansion costs 

($3.44 billion at today's prices) will be foreign equipment purchases. The 


best U.S. sales opportunities are for turbines, generators, boilers, control 
panels, and regulating systems and accessories. 


Metal Working and Finishing Machinery and Equipment 


Metalworking machinery for both ferrous and non-ferrous metals is in high 
demand in Yugoslavia. The rapid development of Yugoslav industry and the 
government's emphasis on developing the metalworking sector will keep this 
demand high. Although U.S. manufacturers supplied only 3 percent of 1973's 
$81 million in imports, Yugoslav end-users have a high respect for U.S. 
technology. Solid opportunities exist for U.S. suppliers of high-technology 
equipment such as: Computer controlled (CC) cutting and forming machines; 
plasma arc machinery (PAM); laser-beam machinery (LBM); electrochemical 
(ECM) and chemical (CHM) machinery and advanced numerical control (NC) 
systems for cutting and forming. 


Agricultural Machinery and Equipment 


Yugoslavia's rapidly expanding market for agricultural machinery and equip- 
ment is projected to exceed $400 million by 1977. The Yugoslav Government's 
Special emphasis on agricultural development under the "Green Plan" has 
substantially increased investment in this sector. The technical superiority 
of U.S. equipment is widely recognized in Yugoslavia. Best prospects are 
seen for sales of large, high-capacity U.S. machinery, and for specialized 
equipment, both large and small, of a type not yet widely used in Yugoslavia. 





Heavy Construction and Mining Machinery and Equipment 


Yugoslavia will exploit her large and largely untapped deposits of both 
ferrous and non-ferrous metals and coal. Exploitation of these minerals 
is possible by surface mining techniques creating major sales opportuni- 
ties for U.S. suppliers of heavy construction and mining equipment. 
Immediate prospects are particularly good for heavy duty, high capacity 
equipment, such as excavators, dredges, bulldozers, dumpers, and other 
earthmoving equipment. Further prospects exist to sell heavy U.S. 
equipment for construction projects. 


Textile Machinery 


Textile and apparel manufacturing is one of Yugoslavia's most important 
industries. As a major export industry, it has sufficient foreign exchange 
for the equipment that it imports. Although the import market is dominated 
by Western European countries, U.S. equipment has a good technical reputa- 
tion in the industry. The best sales opportunities for U.S. suppliers are 
offered by power looms without shuttles, carding and combing machines, 
drawing and roving frames, knitting machines, drying machinery, and twist- 
ing frames. 


Paper and Woodworking Industries Machinery and Equipment 


The market for paper and woodworking industries machinery and equipment 
will rise significantly as these industries move into major expansion plans. 
Domestic equipment provides only a fraction of this market. Foreign ex- 
change is available since these industries account for 11 percent of 
Yugoslavia's total exports. Although Western European countries dominate 
the import market, there is great interest in U.S.-made equipment. Good 
sales prospects are seen for all types of paper and pulp mill machinery, 
higher technology equipment for the timber industry and all types of 
equipment for the furniture and woodworking industry. 


Avionics Equipment 


Yugoslavia's consumption of avionics equipment will grow significantly in 
the next five years as the country's air transportation system is upgraded. 
The close relationship developing between the Yugoslav Federal Civil 
Aviation Administration and the FAA in the U.S., plus the dominant role of 
U.S. aircraft, is creating a favorable climate for U.S. suppliers. Best 
prospects are seen for communications equipment, both air and ground; radar 
and navigation equipment; and aircraft service and repair equipment. 





Printing ard Graphic Arts Equipment 


Rapid growth in Yugoslavia's printing industry, coupled with a shortage 

of skilled labor, has increased demand for automated, high technology 
equipment. With little domestic production, Yugoslavia imports most of 
her requirements, especially from West Germany. Temporary import restric- 
tions have slowed the market's rate of growth, but U.S. suppliers have 
solid opportunities in a market that will reach $15 million by 1977. 
Market research shows that good prospects exist for prepress equipment, 
presses and other printing equipment, binding and finishing equipment, and 
treating and control equipment. 


Food Processing and Packaging Equipment 


The market for food processing and packaging equipment is expanding rapidly. 
Yugoslavia is increasing her food production and plans to place her process- 
ing capabilities on a truly commercial scale. Prospects are good for all 
types of processing and packaging equipment, but U.S. suppliers face strong 
competition from European suppliers already established in the market. 

The systems approach may be the best sales technique. 


Port Engineering and Equipment 


All six Yugoslav ports on the Adriatic are preparing expansion plans for 

the next five years. One of them will be designated for rapid development 
and will become the site of a central container terminal. The best prospects 
for U.S. sales include container technology and port engineering, cranes, 
container equipment and facilities, dredging equipment, and harbor puri- 
fication and environmental control equipment. 


Computers and Related Equipment 


The Yugoslav market for computer systems of all types is growing rapidly 

and should exceed $40 million by 1977. Domestic production is minimal and 
U.S. suppliers have traditionally been leaders. Numerous major construction 
and modernization projects offer sales opportunities for total systems. 
Increasing sophistication among businesses is creating markets for mini- 
computers and peripheral equipment of all types. 


Major Projects 


In addition to sales of systems in the above categories of products, large 
sales opportunities are offered by various major projects in a variety of 
fields. These include ferrous and non-ferrous metallurgy expansion programs, 
oil and gas transportation systems, heavy industry expansion and railway 
modernization projects. 
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